Purpose -This paper aims to review the Shari'ah investment screening methodologies of 34 prominent global Islamic finance users, including index providers, Shari'ah service providers, Islamic banks, a regulator, an association body and fund managers. Design/methodology/approach -A comparative analysis is performed to highlight the variances of the Shari'ah-compliant methods and principles practiced by these renowned institutions with the latest compiled data. Findings -The two sets of business screens and financial screens are profiled separately to clearly examine the similarities and differences between the different methodologies. Some of these practitioners are more specific in their listing of Shari'ah-impermissible activities, while some are more general in allowing more businesses to be included as permissible. The majority of these users practice a two-tier method of screening: qualitative and quantitative. Under quantitative screen, the range of allowable threshold ratios on non-permissible criteria differs slightly between them. Research limitations/implications -With the wide divergence in screening methodologies applied by practitioners, there is a general consensus in the acceptance of compliant assets from various countries and practice. Standardization is, therefore, seen as a need not only to make understanding of Shari'ah investments clear to investors but also to discourage misunderstandings between scholars and investors. Practical implications -The suggestion, therefore, is to set globally acceptable universal Shari'ah standard methodologies which are applicable by the world Islamic financial market. These standards which are relevant and logical to global ethical investing would further stimulate investments in Islamic finance. Social implications -With Shari'ah-compliant asset growing exponentially relative to the world's financial assets, it is alleged that greater harmonization of the global screening methods would prevent misunderstanding and provide a clearer insight on Shari'ah investing, which could further accelerate growth of the Islamic finance sector worldwide. Originality/value -To provide a more transparent regulatory environment and build local and regional regulatory framework through establishment of standards, there should be more consistency with minimum barriers that prevent the industry from achieving its full potential. The paper also contributes to existing literature by documenting and analyzing the qualitative and quantitative screening procedures as practiced by a comprehensive set of global Islamic finance users. It is, therefore, important to share this knowledge as an effort toward greater understanding and harmonization of the practices at the global level to accelerate growth in the industry.
Introduction
There has been tremendous interest in Islamic finance, especially in the past decade due to the rapid pace of growth in Islamic financing and investments. The industry hasShari'ah-compliant business activities and assets. It encourages entrepreneurship, trade and commerce but prohibits activities that involve "Riba" (interest), "Maisir" (gambling) and "Gharar" (speculative trading). The application of various Islamic finance concepts for muamalat such as musharakah, mudarabah and ijarah enables financial institutions to possess greater flexibility in the creation of Islamic financial instruments. In the recent decade, continuous product innovation with a broader range of Islamic investment instruments coupled with comprehensive financial infrastructure adopting global regulatory and legal best practices have enabled tremendous growth in this financial market.
Shari'ah-compliant screening criteria have been widely adopted by Islamic financial markets around the globe. Basically the criteria consist of two levels -the business activity (qualitative) screen and financial ratio (quantitative) screen. For the business activity screen, a company must derive its revenue or profit from Shari'ah-compliant activities. Profit is prohibited from non-permissible sources, such as alcohol, tobacco, pork-related products, non-permissible entertainment, weapons and defense, as well as conventional financial services. For the financial ratio screen, a company would be accepted as Shari'ah-compliant if it meets the criteria set in terms of debt ratio, liquidity ratio, interest income threshold and others (Mian, 2008) . However, the practice around the world seems to be inconsistent, as documented by Khatkhatay and Nisar (2006) , Derigs and Marzban (2008) and Ho et al. (2011) .
The different practices arise from the various interpretations of Shariah compliancy by individual Shariah board. Shariah derives its interpretation from the provisions in the Quran, Sunnah and other sources derived from the consensus of the Shariah experts taking into consideration the opinions of the four Imams who formed the major Islamic schools of thought, namely, Hanifah, Malik, Al-Shafie and Hanbali. It is observed that the diversity of juristic opinions led to the differences of Shariah standards being practiced across countries. These divergences can be seen as an active sign of the Shariah flexibility intended to help Muslims relate arising issues and circumstances to Shariah interpretation. With the different authorized Islamic schools of thought and opinions of the Shariah board, they accepted different consensus in accordance with their legal authorization, resulting in Islamic finance laws and regulatory practices that vary across countries. This paper concentrates on the comparisons of these different standards.
With different countries and institutions adopting their individual standards, there is a general lack of consistency for a universal acceptable compliance method, and this may pose confusion and hamper growth in global Islamic investments. The different Shari'ah screening methodologies adopted by the Islamic financial industry also connotes a lack of standardization of the practices in the industry. There is, therefore, a need for Shari'ah scholars and industry players to consider greater standardization of their screening methodologies to further progress the Islamic financial industry. Despite the controversies and uncertainties surrounding the issues of screening for Shari'ah-compliant companies, there is surprisingly very little analytical and empirical research in this area. The recent AAOIFI Shari'ah-compliant standards (AAOIFI, 2010) also aim to introduce a higher degree of harmonization of Islamic finance practices across major Islamic finance markets to facilitate further expansion of the industry.
This paper aims to review and analyze the Shari'ah-compliant screening methods practiced by 34 prominent global Islamic finance users. It attempts to fill the gap in the IMEFM 8,2 literature in this field. The paper also contributes to existing literature by documenting and analyzing the qualitative and quantitative screening procedures as practiced by a comprehensive set of global Islamic finance users. It is, therefore, important to share this knowledge as an effort toward greater understanding and harmonization of the practices at the global level to accelerate growth in the industry. Section 2 of the paper provides a review of existing literature on Shari'ah screening. The data collection and data profile are explained in Section 3 of the paper. Section 4 contains the presentation and discussion of the screening processes, and Section 5 summarizes and concludes the paper.
Review of literature
The concept of Shari'ah compliance is to allow relocation of wealth and promote social well-being in the society. Businesses are screened to ensure compliance according to the Islamic principles and investments are encouraged in these fields. There is consensus among all Islamic jurisdictions to prohibit business operations which involve interest and gambling and those in the production, distribution, promotion and sale of non-halal goods or services such as alcoholic beverages and pork, and immoral entertainment facilities such as prostitution, pubs, massage parlors and discos. Moreover, companies dealing with gharar that could lead to excessive speculation activities such as conventional finance are also considered as non-Shari'ah-compliant. Naughton and Naughton (2000) as well as Iqbal and Mirakhor (2007) concluded that short selling, speculation and margin trading activities are not permissible in Islam, and this poses many challenges in structuring contemporary Islamic financial instruments and system. Khatkhatay and Nisar (2006) pointed out that Shari'ah-compatible investment is judged according to the investment structure and the nature of the contracting parties. Shari'ah prohibits interest-related investments, monetary obligation and future rights. Derigs and Marzban (2008) provided a comparative study on Shari'ah-compliant screening methodologies which have been adopted by nine groups of international users which apply a two-tier screening process. First applying the business industry screen where some practitioners exclude companies with any involvement in nonShari'ah-compliant activities, while others exclude only those whose primary businesses are non-Shari'ah-compliant. After satisfying the business industry screen, mix-activity companies are subject to quantitative financial screens that are divided into four categories: liquidity ratio, interest ratio, debt ratio and non-permissible income ratio. Similar to Abdul-Rahman et al. (2010) , Ho et al. (2012) and Derigs and Marzban (2008) concluded that there exists much inconsistency in the screening methodologies applied by different groups. Some companies deemed permissible by one group may become non-permissible by other practitioners. The exact proportion of mixed activities allowable is not, however, specified in the Quranic teachings. The authors called for a more standardized screening framework across international users.
Another study by Ilias (2010) stated that the major principles of Shari'ah are a ban on interest (Riba) and uncertainty (Maisir), adherence to risk-sharing and profit-sharing as well as the promotion of ethical investments that enhance fairness in society. Although challenges remain, there has been an attempt, without much success, to standardize policies in Islamic finance across Islamic financial markets through international and domestic regulatory bodies. In contrast, Islamic finance provides an opportunity for new
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Shari'ah compliance screening standards business prospects and presents options for a resource structure that can further drive economic development and growth. Derigs and Marzban (2009) compare strategies for screening portfolios according to Shari'ah rules and found that basic Shari'ah compliance reduces portfolio performance below that of conventional portfolios. The analysis concluded that on the same asset universe, current basic Shari'ah compliance strategies result in much lower portfolio performance than portfolios without considering Shari'ah compliance. In contrast, a recent study by Ho et al. (2014) found that Islamic indices outperformed their conventional counterparts during crisis periods, but results are inconclusive for the non-crisis periods. Pok (2012) examined the Shari'ah-compliant screening criteria adopted by the Securities Commission of Malaysia and found that they are generally more liberal than the other world-leading index providers. The paper also estimated that less than 50 per cent of the sample firms are in accordance with the Shari'ah-compliant criteria of the more stringent Dow Jones Islamic Index. There are still no consistent criteria for business and financial screenings in the global Islamic financial market, and it is believed that a clear understanding of consistent screening methods can further expand growth of Islamic finance.
Data and methodology
This study compiles Shari'ah-compliant screening data from 34 prominent global Islamic finance practitioners. The set of users includes index providers, Shari'ah service providers, Islamic banks, a regulator, an association body and fund managers. Availability of data is one of the selection criteria for this global sample, and information on the screening methods applied by users is collected from their respective Web sites. The list of users is presented in Table I . The different ways of screening assets practiced by these users are examined by the level of geographical area at two levels: micro and macro. Macro-level users screen available assets worldwide, while micro-level users screen assets from a particular country or region. Table I includes some major global index providers -DJIM, Financial Times Islamic Index (FTSE), Morgan Stanley Capital International Islamic Index (MSCI), Standard & Poor Islamic Index (S&P) and many other international and regional Islamic indices from the USA, the UK, Sweden, Switzerland, Malaysia, Indonesia, Kuwait, India, Hong Kong, Switzerland and Sri Lanka. This paper has also included an internationally recognized association body, the Accounting and Auditing Standards for Islamic Financial Institutions, Bahrain. Shari'ah service providers and fund managers from USA, UK, Hong Kong, Malaysia, Pakistan and Sri Lanka are also included. Finally, four major Islamic banks from Russia, Dubai, Saudi Arabia and China are also included. These users represent a comprehensive set of Islamic finance practitioners around the globe. The majority of these users are macro users which screen worldwide assets. They provide an important role in pooling savings into long-term investments which provide higher returns for investors not only within the country but a large number of funds are invested either regionally or globally.
Analysis and discussion
This study compiles two sets of Shari'ah-compliant screening standards for 30 global Islamic finance practitioners: qualitative and quantitative screens. Qualitative screening method is used to screen non-permissible business activities according to IMEFM 8,2 
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Shari'ah principles. Quantitative screening method involves the numerical calculation of ratios of the non-permissible activities in accordance to some maximum allowable threshold. While certain activities are accepted as Shariah-compliant, Shariah scholars have started to question the allowance of share trading of companies whose core activity is Shari'ah-lawful but may occasionally get involved in non-permissible transactions. Companies that deal in both Shari'ah-compliant as well as a small proportion of non-permissible activities are considered as mix-activities companies. Yaquby (2000) studied the differences of justifications among contemporary scholars on trading of mix-activities companies and suggested that arguments cited by advocates of permissibility are stronger than the conflicting view. The inclusion of mix-activities companies into the list of Shari'ah-compliant investments plays a very important role in expanding the base of Shari'ah investment instruments and the development of Islamic finance.
Qualitative screen
This study categorized qualitative screening methods into five groups according to various businesses: Riba and Gharar, non-halal products, gambling and gaming, immoral activities and other impermissible activities. Thirty out of 33 users have made available their qualitative criteria of non-permissible businesses. Tables II-V provide the list of five business classifications as non-Shariah-compliant. It is crucial to note that some users provide only the activities they screen, while some list them exhaustively.
All 30 users have a common set of industrial categories inspected, except for Al-Meezan, which does not specifically state gambling as one of their non-compliant criteria. For the first category of Riba' and Gharar-based activities, MSCI, S&P, Azzad, Rating Intelligence, Saturna Capital, Russell-Jadwa, HS50 Shariah and Yassar stated very briefly that conventional financial services are not permissible. The others have applied a general term to represent such activities, while DJIM and Shariah Capital provided a specific and exhaustive list of particular businesses that are involved in Riba and Gharar activities. These include all services from conventional bank, real estate holding and development, consumer and specialty finance, mortgage, full line insurance, securities companies, insurance brokers, property and casualty, reinsurance as well as life insurance.
It is complicated to categorize the unique criteria for each user, as the lists of non-compliant businesses are not clearly specified in certain cases. With the second business category of non-halal products, some users are more specific in excluding companies that deal with non-halal food and beverages such as DJIM, Guardian Investment House and Russell-Jadwa Global Index, while the others only specify alcohol and pork-related products as non-permissible. Similarly, for the category of immoral activities, the majority of users list their criteria as generally and some simply state that all media, hotels or any entertainment business as non-permissible. Amanie and Russell-Jadwa are more specific in indicating that entertainment services with adult content, escort and unisex massage services, magazines, advertising, music, satellite channels and cinemas as well as violent and mature games are not permissible. For the last category of other activities deemed impermissible, a large majority of users have included tobacco and manufacturing of weapons as non-Shari'ah-compliant. Another unique industry identified as non-compliant is the trading of gold and silver as cash on IMEFM 8,2 In addition, the degree of leniency of these users can be analyzed through the immediate exclusion of companies deemed impermissible according to the qualitative criteria only -DJIM, FTSE and Azzad. It is also found that the majority of users first screen companies according to their business categories or qualitative screening method; after that, they further screen these companies with mixed activities using their quantitative screening methods. The majority of users, therefore, use both the qualitative and quantitative screening methods, which allows more flexibility in their screening process.
Quantitative screen
A comprehensive comparison of the 30 practitioners' quantitative Shari'ah screening methods is listed in Tables VI-IX. Each user has a set of ratios for each of the criterion and it plays an important role in the quantitative screening method. This compilation of all ratios and criteria applied provides systematic information and approach for global comparisons within the Shari'ah context. The classification of quantitative criteria set by the users is summarized into four broad categories:
(1) debt screen; (2) liquidity screen; (3) interest screen; and (4) non-permissible income screen.
The quantitative screening criteria examine the financial structure of the business and benchmark these ratios against the Shari'ah board's agreed level of tolerance. Derigs and Marzban (2008) explained the relevance of this type of screening in the prohibition of Riba and trading of money according to the Shariah law. Financial compositions of companies are measured to determine the involvement of these companies in non-permissible practices. Involvement in Riba is measured by the company's interest-based income as well as their interest payment for debt, which is termed as interest screen or debt screen. It is also claimed that money in itself is not a permissible asset in accordance with the Islamic Shari'ah principles. The level of liquid assets which include cash and cash equivalents, short-term investments and accounts receivables should be kept to a minimum in Islamic finance. The allowance provided for liquid assets is generally any level less than 50 per cent of the total assets. The screening of cash equivalent assets, termed as the liquidity screen, helps to indicate that investments are Shari'ah-compliant if a large proportion of the return is from illiquid assets. Similarly, Ho et al. (2011) and Khatkhatay and Nisar (2006) highlighted three aspects of business structures that need to be quantified to check its Shari'ah compliance: indebtedness of the enterprise, interest and other suspicious non-permissible earnings as well as the extent of cash and receivables of the company. It is important to note that a large proportion of returns generated from short-term near-cash assets are not permissible in Islamic finance.
Companies which have been long-established are inclined toward the conventional banking system in financing their major activities, it is almost impossible for these companies to be totally free from interest and liquid assets. The threshold values as IMEFM 8,2 
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Debt screen
Debt (D) Ͻ 33% MCap Ͻ 30% MCap Յ 33% Av MCap Ͻ 33% MCap Ͻ 100% Common Equity Յ 33% Av MCap Interest-bearing debt (IBD) Ͻ 82% TE Ͻ 30% Common Equity Ͻ 25% TA Liquidity screen A.Receivables (AR) Ͻ 33% MCap Յ 45% Av MCap Ͻ 49% MV Ͻ 50% TA Յ 33% Av MCap A.Payable (AP) Ͻ 30% MCap Receivables (AR) ϩ cash (C) Receivables (AR) ϩ cash (C) ϩ other deposits Liquid assets (LA) Ͻ 75% TA Interest screen Cash (C) ϩ interest-bearing securities (IBS) Ͻ 33% MCap Յ 33% Av MCap Յ 33% Av MCap Interest income (IY) Ͻ 10% TR Ͻ 5% TR Ͻ 3% TR Non-permissible income screen Non-permissible income (NPY) Ͻ 10% TR Ͻ 10% TR Ͻ 5% TR IMEFM 8,2
Shariah Global Index
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Debt screen
explained by Derigs and Marzban (2008) provided a limit to the level of non-acceptable activities from the Shari'ah point of view and the relaxation of the purist submission. The exact allowable proportion for the financial structure is, however, not specified in the Quranic teachings, and it is instead mainly based on interpretation in the form of Ijtihad. Interpretations on the minimum acceptable ratios or threshold values from 5 to 50 per cent tend to differ between different Shari'ah boards, resulting in differing standards acceptable by various Shari'ah boards all over the world.
Debt and interest-bearing debt fall under the category of debt screen, and as Islamic finance is in accordance to the principle of sharing of risks and profits, borrowings and repayments of interest and principle are not Shari'ah-compliant. It is observed that the level of debt criterion is screened by all the users surveyed in the study in accordance to the Shari'ah principles. Securities Commission of Malaysia and Bursa Malaysia are the most recent users who have included debt screen as one of their quantitative screen, as recent as November 2013. There seems to be a consensus among the practitioners to apply the benchmark of one-third as the parameter of tolerance stipulated by understandings from the Quran. In addition, the divisor identified in debt screen practiced by all users includes total assets, market capitalization and owner's equity. It is claimed that market capital provides the real worth of the company, but as it is driven by market sentiments, the volatility of price movement affects the threshold value and creates an inconsistency problem when the Shariah-compliant status of the listed companies tends to change over time. Some users, therefore, argue that the use of average market capital is more suitable to smooth out any uncertainty in market price movements. This may have led to some practitioners' (DJIM, Shari'ah Capital, Parsoli, AAOIFI, Azzad, HS China, Thomson Reuters, Russell-Jadwa and Ideal Ratings) preference to use either total assets or market capitalization to avoid the seasonality effect in the Shariah-compliant status. In addition, another unique criterion is the application of owner's equity as the divisor to screen debt by S&P, DMI, Jakarta Islamic, Ratings Intelligence and HS50 Shariah. In summary, it is generally acceptable to have some debt in Shari'ah-compliant business.
Liquidity screen
From the compilation of data, Shari'ah boards have classified various sets of ratios under the liquidity screen: accounts receivable, accounts payable, accounts receivable plus cash, accounts receivable and cash plus other debt and illiquid assets. The general definition applied by Al-Meezan, DMI, SWIP and Ideal Ratings screens only liquid assets which cannot exceed 49 to 80 per cent of the total assets. The majority of others who are more specific indicate that accounts receivable as well as accounts receivable and cash for permissible businesses must be less than 33 to 50 per cent of the total assets or market capitalization.
The thresholds for liquidity screen ratios differ greatly between 33 and 80 per cent, and this shows different Shari'ah jurisdictions' referral in setting the threshold level in liquidity screenings. Moreover, all users except for DJIM, MSCI, HSBC Amanah, HS China and HS50 Shariah tend to have a higher tolerance level (45 to 80 per cent) in liquidity screen compared to their debt screen, which was mostly set at one-third. Similar to debt screen, the various users tend to use total asset, average or total market 241 Shari'ah compliance screening standards capital and equity as the divisor in liquidity screens. It is interesting to note that only HSBC Amanah and GCC Islamic use total market capital as the divisor in liquidity screen.
Interest screen
Under the category of interest screen, two sets of ratios are classified:
(1) interest income; and (2) cash plus interest-bearing securities.
Interest income is screened by 12 users, and the general consensus is 5 per cent being the maximum threshold limit. Interest revenue or Riba cannot be more than 5 per cent of the total income. A standard benchmark of about 30 to 33 per cent is applied for cash plus interest-bearing securities. The difference between the users is again on the divisor, while cash plus interest-bearing securities use the total assets, average market capital or equity as the divisor, interest income ratio is divided by total income. This may be due to the existence of cash and interest-bearing securities in the balance sheet instead of interest income from the income statement. The nominator and denominator are matched depending on their extraction from the respective financial statements.
Non-permissible income screen
It is important to notice that non-permissible business activities identified from the initial qualitative screen are further quantified to check if revenue from these activities is at an acceptable level by the respective users. From the set of 31 practitioners, 17 of them further screen for non-permissible income from mixed activities, and the threshold level is generally fixed at 5 per cent of the total revenue, except for Parsoli at 10 per cent; SC and Bursa Malaysia EMAS screen three other types of non-permissible income. DJIM, Shariah Capital, AAOIFI, Azzad, HSBC Amanah, GCC Islamic, DMI 150, HS China, BSE Tasis. Thomson Reuters, Russell-Jadwa, Edbiz-Nasdaq, HS50 Shariah and SWIP Islamic do not apply such benchmarks in their quantitative screen. S&P further screen their non-compliant businesses by allowing non-permissible income excluding interest of not more than 5 per cent. Interestingly, Al-Meezan allows investment in non-permissible income activities of less than 33 per cent of the total assets. There is a general consensus to apply a 5 per cent threshold as the maximum allowance for non-Shari'ah-compliant income.
Summary and conclusion
This paper compiles the screening methodologies practiced by global Shari'ah boards and practitioners from 16 countries, namely, the USA, the UK, Switzerland, Sweden, Bahrain, Russia, China, India, Pakistan, Hong Kong, Malaysia, Dubai, Saudi Arabia, Kuwait, Indonesia and Sri Lanka. The two sets of business screens and financial screens are profiled separately to clearly examine the similarities and differences between the different methodologies. Some of these practitioners are more specific in their listing of Shari'ah-impermissible activities, while some are more general in allowing more businesses to be included as permissible. The majority of these users practice a two-tier method of screening: qualitative and quantitative. Under the quantitative screen, the range of allowable threshold ratios on non-permissible criteria differs slightly between them.
IMEFM 8,2
The respective Shari'ah screening methodologies and threshold allowances differ between the countries and users depending on the roles and objectives they play in the industry. The Shari'ah screening approach practiced by Securities Commission of Malaysia as the regulator is more general compared to some of the others in the earlier years due to the main objective of promoting the development of the Islamic finance industry, creating awareness across the world investment market and championing the growth of the Islamic finance industry. It has since tightened the allowances by incorporating mode specific financial screens at the end of 2013. In contrast, the concern of the market intelligence providers, namely, the international index providers, is to use principal criteria to reflect selection of high-quality assets for their clients and satisfy their investment principles, thereby adhering very strictly to the practice. Private corporations which include fund managers and Shari'ah service providers screen assets at the macro level and are motivated by return and fees, and they therefore also apply more stringent approaches to cater to the larger Islamic market in the Middle East. Different jurisdictions and followers from the four different schools of thoughts in Islam as practiced by the practitioners also play an important role in the differences in screening methodologies.
There are also a relatively large number of fund managers, banks and industry players from various countries that may not possess their own Shari'ah boards and screening methods thus having to rely on market intelligence providers that screen global assets at the macro level. The most prominent Shari'ah index providers include DJIM, FTSE, MSCI and S&P, which pre-screened universal stocks to form particular Shari'ah indices. Their indices are licensed for use by institutional investors around the world for portfolio management and benchmarking purposes as well as to serve as the basis for structured products and other index-linked investment vehicles, including exchange traded funds.
Based on the findings in the qualitative business screen, only minor differences exist on the types of businesses considered as Shari'ah-non-compliant. Wider dispersion is, however, found on the threshold limits toward activities which are considered impermissible. Consequently, there are some stringent users who immediately label companies as Shari'ah-non-compliant with any involvement in impermissible activities, while some more flexible users would still accept such companies as permissible until the next stage of excessive financial ratios beyond the threshold limit in their quantitative screen.
In summary, this paper concludes that DJIM, Azzad and BM Hijrah are very stringent Shari'ah-compliant practitioners because they reject companies who are directly or indirectly involved in Shari'ah-non-compliant businesses in the first set of the qualitative business screen, consistent with Ho et al. (2011) . It can be concluded from the comparison in Tables VI-IX that Jakarta Islamic, BSE Tasis and Edbiz-Nasdaq do not practice the liquidity screen, while Al-Meezan, Hong Kong Islamic, DMI 150, Amiri as well as Saturna Capital do not apply the interest screen. There exists some consensus among FTSE, MSCI, S&P, Parsoli, Amanie, Guardian Investment, Ratings Intelligence, Bursa Malaysia, SC, Ideal Ratings and Yassar to practice all four quantitative screens. Different references of Shari'ah jurisdictions may have also contributed toward the dispersion between the screening methodologies.
Shari'ah-compliant investments and Islamic finance have gained much enthusiasm globally in the recent decade, and a harmonious infrastructure should exist for the 243 Shari'ah compliance screening standards
Islamic financial market to induce investor confidence and compete with greater vigor with its conventional counterpart. To garner awareness and increase participation of investors in this market, clear understanding and key building blocks of this infrastructure are universal methodological standards and regulations that could expand the list of Shari'ah-compliant assets to facilitate global investments.
With the wide divergence in screening methodologies applied by practitioners, there is a general consensus in the acceptance of compliant assets from various countries and practice. Standardization is, therefore, seen as a need not only to make understanding of Shari'ah investments clear to investors but also to discourage misunderstandings between scholars and investors. Changes of Shari'ah status should only be caused by changes in the companies' core business instead of differences in the methodologies applied in the Shari'ah-compliant screen. In addition, Shari'ah users who screen assets at the macro level would have to deal with various accounting standards and standardizing them could be very costly due to the extent of monitoring and disclosure. Furthermore, developing investment strategies that comply with Islamic principles requires support from authorities across the globe, which entails considerable amount of time and resources. The suggestion, therefore, is to set globally acceptable universal Shari'ah standard methodologies which are applicable by the world Islamic financial market. These standards which are relevant and logical to global ethical investing would further stimulate investments in Islamic finance.
